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CONCLUSION 

We recommend that the PDCP accept the charges as billed to the program by the County 
during fiscal year 2004/2005 for contract #04-0383, fiscal year 2005/2006 for contract #05-
0396, and fiscal year 2006/2007 for contract #06-0514.  In addition, on a go forward basis, 
the CAC should use the actual employee pay rates to bill the program, and adjust their staff 
benefit costs to agree with the actual in accordance with the requirements of the contract and 
Title 2 of the Code of Federal Regulations Part 225, Cost Principles for State, Local, and 
Indian Tribe Governments (2 CFR 225). 
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AUDIT OF PIERCE’S DISEASE CONTROL CONTRACT 

REPORTABLE CONDITIONS 

EMPLOYEE PAY RATES 
A review of the County payroll documents and billing records revealed that the CAC did not 
always use actual hourly rates when seeking reimbursement from the PDCP for its personnel 
services costs.  The CAC billed permanent and temporary staff at the classification’s rate 
rather than at each employee’s actual hourly rate as specified within payroll records.   
According to Title 2 in the Code of Federal Regulations Part 225, “Cost Principles for State 
and Local Governments”, (2 CFR 225), charges to Federal awards for salaries and wages will 
be based on payrolls documented in accordance with the generally accepted practice of the 
governmental unit.  Additionally, budget estimates or other distribution percentages 
determined before the services were performed do not qualify as support for charges to 
Federal awards.   

Recommendation 

 1. The CAC should comply with 2 CFR 225 by ensuring the hourly rate billed to the 
PDCP reflects the employee’s actual hourly rate rather than the classification’s rate. 

STAFF BENEFIT RATES 
2 CFR 225 states that the cost of fringe benefits in the form of employer contributions or 
expenses for social security; employee life, health, unemployment, and worker’s 
compensation insurance; pension plan costs; and other similar benefits are allowable 
provided such benefits are granted under established written policies.  Such benefits, whether 
treated as indirect costs or as direct costs, shall be allocated to Federal awards and all other 
activities in a manner consistent with the pattern of benefits attributable to the individuals or 
group of employees whose salaries and wages are chargeable to such Federal awards and 
other activities.   
If the CAC uses a flat percentage rate for benefits, it should be based on some reasonable 
averaged basis.  Two different methods that are commonly used for determining an 
acceptable rate are: (1) a simple average for the Agriculture Department on a whole, and (2) 
a modified weighted average based on classifications billed to the Program.  Both of these 
methods use prior year actual expenditures in their percentage calculation.   
The CAC’s current method of billing the program for staff benefits does not comply with 
existing federal requirements.  The CAC used a staff benefit rate of 40% for permanent 
employees and 10% for temporary employees for each of the three fiscal years, with no 
supporting documentation or explanation of how the rate was calculated. 
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In addition, the application of the rate between permanent and temporary employees was not 
correct.  Some of the CAC’s seasonal workers are entitled to staff benefits, after working a 
specified number of hours.  These Extra-Help employees were grouped with the Temporary 
Employees and billed at the lower rate, when these employees were actually receiving staff 
benefits.  This resulted in the CAC under-billing the program for staff benefits in each of the 
three fiscal years. 

Recommendation 

2. The CAC should comply with 2 CFR 225 by ensuring the staff benefits rate billed to 
the program is properly supported by using actual costs.   

3. The CAC should properly classify employees and apply the appropriate staff benefit 
percentage to their salaries.  This will mitigate the CAC under billings on future 
invoices. 
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CDFA EVALUATION OF RESPONSE 

A draft copy of this report was forwarded to the management of the Madera County 
Agricultural Commissioner, Madera, California, for its review and response.  We have 
reviewed the response and it addresses the findings contained in this report.   
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DISPOSITION OF AUDIT RESULTS 

The findings in this audit report are based on fieldwork that my staff performed between 
March 17, 2008 and March 19, 2008.  My staff met with management on March 19, 2008 to 
discuss the findings and recommendations, as well as other issues.  
This audit report is intended solely for the information of the California Department of Food 
and Agriculture and the County Agricultural Commissioner.  However, this report is a matter 
of public record and its distribution is not limited. 
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REPORT DISTRIBUTION 
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1  Agricultural Commissioner 
 
2  State Coordinator, Pierce’s Disease Control Program 
 

         1  Liaison, County/State Relations 
 
         1  Chief Counsel, CDFA Legal Office 
 

1  Chief, Audit Office 
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